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FINANCIAL HISTORY OF 
OREGON VI 

By F. G. Young 



PART V 1 



iThe preceding installment should have been designated "Part IV" instead 
of "Part V." 



CHAPTER I 

TREASURY ADMINISTRATION 
IN OREGON 

The Portion of Social Income Set Aside for Public Expendi- 
ture Exposed to Many Perils. — That portion of their several in- 
comes which the people, through the procedure of legislative 
appropriations and state tax levies pursuant thereto, divert 
from their own private to commonwealth uses is passed through 
their state treasury. Universal experience proves that only 
the best skill and care suffice to protect these public funds, 
while in transit, from waste and loss. As these moneys leave 
the hands of the tax-payers, or the purchasers of state lands 
or Other property or state service; accumulate in the state 
treasury ; and later are delivered to those who through services 
performed for the state or goods delivered are entitled to re- 
ceive them, many risks are encountered. The losses suffered 
by the Oregon people through loose and unsystematic handling 
of their public funds will be outlined in this chapter. 

As wealth is becoming more socialized and public enter- 
prise is expanding a larger portion, both relatively and abso- 
lutely, of the collective income of the people is destined to be 
thus handled as public funds. The problem of the safe and 
economic administration of these treasury funds is therefore 
one of ever growing importance. 

That our understandings of this fairly abstruse subject of 
treasury administration may be as clear and familiar as pos- 
sible, suppose we picture to ourselves the process of handling 
our state moneys as comprising three fairly distinct phases : ( 1 ) 
Converging streams of state tax receipts flowing from the 
different counties; or inflows from different sections of pro- 
ceeds of sales of land or other property; or the influx from 
national treasury of five per cent of proceeds of sales of land 
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by federal authorities within Oregon borders — all pouring into 
the state treasury. 1 (2) The treasury as a reservoir with its 
accumulations of public funds — the normal and economic con- 
dition of which involves absence of leakage and also absence 
of large aggregates of idle surplus moneys. (3) The legisla- 
ture carrying out the will of the people with its system of 
budgetary legislation, regulating inflow, safe-keeping and out- 
flows — its success or failure in maintaining normal conditions 
with regard to each. 

What are the more striking developments centering in the 
treasury department at the state house that come into view as 
we attempt to visualize the course of events connected with 
the handling of Oregon's public funds? 

1. County Delinquency and Non- Acceptance of Greenbacks. 
— Suppose we bring into the field of vision first the money 
streams flowing into the state treasury as the result of annual 
state tax levies. The list given below of balances due from 
the counties at the end of the successive biennial periods indi- 
cate that the channels for the inflow of state tax receipts were 
not free from obstructions, or that the people did not always 
respond with alacrity in paying state taxes when due. 

1862 $5,236.26 1886 67,820.06 

1864 25,324.73 1888 28,120.03 

1866 24,280.30 1890 17,211.91 

1868 28,018.30 1892 104,542.42 

1870 22,283.38 1894 242,365.56 

1872 14,881.16 1896 84,662.02 

1874 13,646.44 1898 85,125.04 

1876 26,517.95 1900 63.143.66 

1878 24,681.40 1902 197,040.49 

1880 15,895.69 1904 . .' 414,410.982 

1882 20,613.10 1906 222,462.502 

1884 64,077.38 1908 396,866.482 



i Receipts from national treasury include also indemnities, timber sale re- 
ceipts, etc. 

2The large aggregate sums of these later periods are due to the fact that 
the reports are compiled in September, before the counties have remitted fully 
their receipts for the current year. 
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Three periods are particularly to be noted when the de- 
linquent balances due from the counties represent abnormally 
large percentages of the total state levies for their respective 
bienniums. In the sixties, in the nineties and again in the last 
decade the aggregates of unpaid taxes due from counties were 
conspicuously large. The unusual delinquency of the sixties 
arose out of the fact that several of the counties had collected 
state taxes in greenbacks and had tendered their quotas in this 
form of money to the state treasurer who had refused to re- 
ceive the greenbacks. Five or six counties did this, notwith- 
standing the requirement of the state law that "the several 
county treasurers shall pay to the State Treasurer the state 
tax, in gold and silver coin." The matter was tried out in the 
courts, the decisions of the circuit and supreme courts of the 
state being affirmed by the United States Supreme Court. The 
national law making United States notes a legal tender for 
debts was held ti have no reference to taxes imposed by state 
authority. The Oregon people adhered to the gold stand- 
ard in their business transactions during the national green- 
back epoch and there was naturally not a little public discus- 
sion as to the propriety of changing the state's laws with re- 
gard to money receivable for taxes so as to give the greenbacks 
wider circulation and thus exhibit sympathy and support for the 
National Government and bring Oregon more into line of 
loyalty to and harmony with it. 1 

The large volume of delinquency in the nineties was clearly 
due to the hard times prevalent until near the close of this 
decade. Pretty clear evidences of like results from similar 
cause are also manifest in the middle of the eighties. In the 
last decade the large measure of the sums still due when the 
treasurers compiled their reports was owing to the fact that 
time had not been given for making remittances of the state 
taxes of the current years. The end of the period reported had 
been changed from December 31 to September 30. In the 
last few years the shares of state taxes due from two counties 

iOregon Statesman, May 9 and June 13, 1864. 
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have been withheld and the payment of them delayed on the 
ground of the inequity claimed in the systems of state appor- 
tionment. 

Probably the most distinctive general impression received in 
viewing these converging streams of state tax receipts as they 
flow into the state treasury from year to year is the grudging 
spirit exhibited by the counties in meeting their obligations for 
the support of commonwealth activities. There was first the de- 
termined effort to palm off greenbacks upon the state treas- 
urer when the "greenbacking" of a private creditor was count- 
ed an outrage for which the offender was deserving of and 
frequently received a sound drubbing. One county was per- 
sistent enough with its delinquency as to secure the advantage 
of the statute of limitations on a snug amount of the state 
taxes it had failed to pay. 1 From the beginning to the end 
almost of this half-century a race in under-valuation had been 
imposed upon the different county assessors as the apportion- 
ment of the shares of state taxes due from the different coun- 
ties was based upon their respective valuations returned. In 
1908 one county fought and secured the annullment of the 
county expenditures rule of apportionment on the ground of 
unconstitutionality. The inspiring motive, however, was the 
desire to lower its share of the burden of state taxes. More 
recently still another county is holding back its quota on a 
similar complaint. 

The second main class of treasury-funds inflow in Oregon's 
past has been the receipts from the sales of state lands. Strange 
things are revealed as these streams of money are brought 
into focus. It is to be remembered that we are not here con- 
cerned with the nature of the state's policy in the disposition 
of its domain. We are intent only on what happens in the 
handling of the proceeds of the sales, however adequate or 
inadequate they may have been. The condition we are first 
struck with is the fact that while school and university lands 
were being sold virtually no funds reach the state treasury. 

i State Treasurer's Report, 1895, pp. 343-4. 
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They were by law turned into the county treasuries and loaned 
from these. The county treasurers of course drew a fee from 
them for their trouble. 1 No accounting by the county treas- 
urers for these funds was enforced, so the Board of Land Com- 
missioners in 1868, when charge of these funds was resumed 
by the state, had to report: "In some of the counties it (the 
school fund) had been well and carefully managed, and had 
constantly accumulated, while in others it had been much 
neglected, and as a consequence losses had occurred; in some 
cases, notes had outlawed; in others, they were insufficiently 
secured, and parties giving notes had changed their residence 
for parts unknown, while in all, indulgence in the payment of 
interest had been given, and months, and in some cases, years 
had passed without its collection." 2 

Even after the state administrative officials were definitely 
made the custodians in 1868 of these funds accumulated from 
the proceeds of sales of lands in the different grants the moneys 
were subject to many vicissitudes of peril before being safely 
credited to appropriate funds in the state treasury. The legis- 
lative "Investigating Commission" reporting in November, 
1871, says of the "Board of School Land Commissioners" hav- 
ing charge of the whole matter of state land sales : "No proper 
books were kept, not even those actually required by law." 
. . . "On the flimsy pretense that there was not clerical 
aid in the office sufficient to transact the business, the Board, 
as a Board, generally refused to receive payments upon lands, 
though it is on record that some of the members were some- 
what more yielding [referring to the peculations of the Sec- 
retary of State that will be mentioned later] and did a little 
business of that sort on their own individual account." Some 
sixteen hundred different applications for the purchase of 
state lands were made to this administration between 1868 and 
1870. The representative of the Board refused to receive 
money from the applicants, so these generally took possession 



iGeneral Laws, 1858, pp. 43-5. 

2Report of Board of Commissioners, 1868, p. 36. 
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and had the use of the lands free, until later, when the pur- 
chase-money was demanded when they could and did quite fre- 
quently vacate. 1 

This same investigation of 1870-1 disclosed four instances 
in which the purchase-money for lands had been sent to the 
Secretary of State, S. E. May, ex -officio member of the Board 
of School Land Commissioners, and he had "converted the 
same to his own use and did not account therefor to the 
Board." The sums embezzled aggregated $652.50. 

When the stream of inflow of land-sales money did get under 
way toward the state treasury in 1870 the conditions affecting 
it are still interesting though outrageous. The Legislative 
"Committee of Investigation" of 1878 brings out facts that 
exhibit the administrations from 1870 to 1878 holding high car- 
nival with these moneys. Thirty-six thousand six hundred 
forty-four dollars and nine cents were paid for clerical serv- 
ices during this period in this department of the state's affairs. 
Almost all of this sum went to men who were receiving sep- 
arate salaries as either private secretary to the governor or as 
assistant state treasurer. This sum the Committee of Investi- 
gation holds was a "disgraceful waste," for of the records of the 
state's land business it says : "If the purpose had been to con- 
ceal under the pretense of exhibiting the real transactions of 
the land department, they could not have succeeded better." 
The raiding of the public interest is still further exhibited. 
The swamp land account, for instance, up to 1878 amounted 
to $42,989.34, of which "$20,736.35 had been paid to the 
Treasurer and $22,252.99 paid out for expenses and returned 
to purchasers." A case is cited where a man is paid $1,604 as 
attorney fees for defending the state's claim to a tract which 
constituted a portion of the land that this same man was under 
contract to pay the state $800 for. 2 

Much of the loss to which this inflow of funds was subjected 
occurred in connection with dealings in direct violation of the 



iReport of the Investigating Commission, 1872, pp. 134-140. 
^Report of the Committee of Investigation, 1878, pp. 6-18. 
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constitution and the law prescribing that no disbursement of 
public funds should take place except in pursuance of ap- 
propriations made by law. 

The situation with respect to the receipt of the land sale 
funds that was probably most discreditable of all existed down 
in the later nineties and earlier years of the present century. 
We see half the money of intending purchasers regularly turned 
into the pockets of the private broker right in the state's own 
office. This was the payment for the service of finding "base" 
for lieu land selections, a function that should have been 
performed by the state which alone possessed the necessary 
data. And again an embezzlement of funds occurs, this time 
by a subordinate official in charge. Another fails so completely 
in keeping records that no statement is possible of the state's 
claims against tenants on farms reverted to it, nor is the ac- 
count of the official with the state ascertainable. 

Evidence seems overwhelming that the happenings to these 
land-sale moneys on their way to the state treasury were the 
natural and inevitable result of the same vitiating spirit that 
characterized the general land policy of the state at its worst. 
No comprehension of the public good represented in these re- 
sources existed, no imagination sufficed to see and set forth 
the realities for the public welfare that were being sacrificed. 

Turning now to another source of treasury receipts, those 
coming from the national treasury, we are greeted with the 
revolting spectacle of the same Secretary of State, S. E. May, 
laying his hands on remittances of the five per cent proceeds 
of sales by the United States within the borders of Oregon. 
Five thousand four hundred and twenty-four dollars and twen- 
ty-five cents of these funds were appropriated by Mr. May to 
his own use in the later sixties. 1 The only other noteworthy 
circumstance relating to the inflow of funds from the national 
government is the failure so far of the state to secure reim- 
bursement for expenditures by it during Civil War times to 
ward off depredations by the Indians. 

i Report of the Investigating Commission, 1872, pp. 11 5-7. 
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2. Having glanced at some of the more significant hap- 
penings to public funds as they were being passed on into the 
state treasury we are now ready to direct our attention to 
the accumulated surpluses and balances in possession of the 
state treasurers and to note conditions with regard to them 
affecting the weal or woe of the Oregon people. 

An economic management of this part of the commonwealth 
business would arrange to have always a small surplus in reser- 
voir, as it were, to which inflows were adding and from which 
outflows in payments were taking place — and no leakage or 
diversion of funds occurring. 

It will be remembered that the inflows were turned into 
three quite distinct reservoirs : One containing the general 
fund from the state tax levies ; one the "trust funds," proceeds 
from the sales of certain lands ; and the third the "land funds" 
accumulated out of other grants and of national land-sale 
funds turned over to the state. The general fund was drawn 
upon for all purposes ; the trust funds, like the common school, 
the university and the agricultural college land funds, were to 
be irreducible, the principal being loaned and only the interest 
accruing used; the land funds were for application in works 
of internal improvement. 

What degree of economy has been exhibited in the admin- 
istration of Oregon's treasury accumulations? With regard 
to the general fund, normal conditions call for the maintenance 
of such an approximation to a balance between the revenues 
and disbursements, from year to year, that no large surplus 
of idle funds accumulates and that no deficit occurs involving 
embarrassment and the loss of the interest paid on warrants. 
Furthermore, the moneys representing the "balances on hand" 
should function normally as part of the general circulating 
medium or reserves, and earn interest for the people, through 
being entrusted with appropriate safeguards to banking de- 
positaries. 

The more serious lapses from normal conditions of the gen- 
eral fund administration of the Oregon state treasury are 
represented in the following: 



Financial History of Oregon 97 

(1) Huge accumulations of 1868-1870 and of 1897-1899, 
due to the failures of the legislative assemblies of these periods 
to make appropriations, though the revenues are collected as 
usual. 

(2) Long continued deficits in the seventies, caused mainly 
through expenditures for public buildings while an old fixed 
rate of state levy sufficing only for current expenses was not 
increased. 

(3) A treasury law that nominally enjoined the hoarding of 
the state funds at the capitol but under which the treasurers 
regularly loaned them and pocketed the interest income. More- 
over,- the individual claimants to whom bonds were issued, the 
holders of warrants during the bienniums for which no ap- 
propriations had been made, and the holders of warrants 
against anticipated land-sales funds — these would all have oc- 
casion to offer their paper at tempting bargains to those in 
charge of the surplus state funds. The profits to the treasurers 
would be the discount at which the claims were cashed plus 
the interest accruing on the bonds and warrants. 

The Congested Treasuries of i868-i8jo and 1896-1898. — The 
legislative assembly of 1868 adjourned without passing the gen- 
eral appropriation bill. No special session was called. The 
annual state tax levies were continued, so during the two 
years up to the meeting of the legislature in regular biennial 
session in 1870 the state treasury became more and more con- 
gested. The regular state government establishment had of 
course to be maintained. The claims were audited by the 
secretary of state and warrants issued, but as the state treas- 
urer had no authority through appropriations made to cash 
these warrants they bore interest at ten per cent until pay- 
ment of them was ordered by the session of 1870. Since those 
furnishing services and supplies during these two years had to 
accept these dubious warrants and wait for legislative valida- 
tion of them their charges were naturally raised accordingly. 
The legislative assembly of 1870, however, appointed an in- 
vestigating commission to reaudit the claims upon which these 
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warrants were based. This commission in its report holds 
that it cut down all such bills to cash prices. It took the view 
that it was enough for the state to pay interest at ten per cent 
"without any such extraordinary increase of prices" as had 
been charged. Yet Governor Grover in 1876 speaks of the 
warrant indebtedness then existing as "greatly increased by 
the failure of the legislature of 1868 to make any appropria- 
tions for general current state expenses, leaving the state to 
be conducted on exorbitant and uncertain vouchers and un- 
lawful warrants, and interest to accumulate in large amounts, 
while the revenues in the treasury were locked up and dor- 
mant." 1 The state treasurer's report for 1870 gives the fol- 
lowing figures for the locked up funds in the treasury : 

Receipts during the fiscal years of 1869 and 1870, 
including former balances reported to the legisla- 
tive assembly $404,530.28 

Disbursements during this period 136,590.80 

Leaving a balance in the treasury of $267,939.48 

An even greater congestion of treasury funds was brought 
about again in 1897 and 1898. The legislative assembly that 
was to have met in January, 1897, failed to effect an organ- 
ization. Enough of the members elect lent themselves to the 
machinations of the adherents to the candidates contesting for 
election to the United States Senate as to bring about this 
"legislative hold-up." A special session was not called until 
October, 1898. In the interim some $729,000 of outstanding 
warrants were accumulated. The interest paid by the state 
on these amounted to about $45,000. 2 As the law then stood 
this interest was easily turned into the pocket of the state 
treasurer. He had the funds lying idle in the treasury with 

iMessages and Documents, 1876, p. 12. The State Supreme Court in 1871, 
held that it was illegal for Secretary of State to issue warrants to claimants under 
such conditions without appropriations. In 1897, however, this opinion was re- 
versed and the Secretary of State was ordered to audit claims and draw warrants 
for all claims which "the Legislature has through its enactments permitted and 
directed, either expressly or impliedly." — Brown v. Fleischner, 4 Or. 132; Shat- 
tuck v. Kincaid, 31 Or. 379. 

2State Treasurer's Report, 1899, p. 3. 
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which he could cash this three-quarters-of-a-million of war- 
rants. The interest then accruing on them would be his own. 
He did not have to account to the state for it. His only risk 
turned upon the validation of these warrants by the succeeding 
session of the legislature. Such a grand opportunity for mutual 
advantage, for the warrant holders on the one side and the 
state treasurer on the other, would surely not be overlooked. 
Notwithstanding this striking demonstration of the diversion 
of interest earned by public funds because of the retention of 
a primitive treasury law, another decade was to elapse before 
legislation was enacted providing that the interest accruing 
on treasury surpluses should belong to the people. 

The Outstanding Warrants of the Seventies. — The follow- 
ing statistics of the outstanding warrants reported by the state 
treasurers during the seventies are significant of further blun- 
dering, if of not something worse, in Oregon treasury legis- 
lation : 

Outstanding Warrants, Bearing Ten Per Cent Interest. 

1872 $ 76,883.69 1878 192,975.62 

1874 287,559.00 1880 20,337.76 

1876 289,665.01 

The sum reported in 1872 was mainly a residue of the un- 
paid indebtedness of the period preceding, 1868-1870. The 
deficits of subsequent periods were due to special expenditures 
for public buildings without any increase in the levy for state 
purposes. 

In 1876 the state supreme court ruled that the general 
revenues of any biennial period could be applied only in meet- 
ing the expenses of that biennial and the deficit of the pre- 
ceding period. This made it necessary to make a special levy 
for liquidating the accounts of longer standing represented 
by this outstanding warrant indebtedness. Accordingly, a 
special levy of three mills was made for the payment of these 
old warrants in addition to the regular four-mill levy for 
current expenses. This special three-mill levy was extended 
through four years, 1877-1880, inclusive. 1 

iMessages and Documents, 1876, pp. 11-12; Simon v. Brown, 6 Or. 285. 
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It was probably fortunate that a constitutional restriction 
prevented the funding of this floating indebtedness. The ten 
per cent interest which these warrants bore from the date of 
indorsement, "not paid for want of funds," increased. by one- 
half the disbursement necessary to pay these deficits. 

The Public Treasury a Private Snap for Half-a-Century. — 
The law governing the state treasury administration received 
only the slightest modification from the time of its enactment 
at the organization of the state government in 1859 until 
1907. "The state treasurer shall keep his office at the seat 
of government" is the initial provision of this treasury code 
and it is representative of the ideas embodied in the law as a 
whole. Hoarding of the state money is made synonymous 
with its safe-keeping. There was a law on the pages of the 
statute books that made the loaning, with or without interest, 
of any public money "larceny." There was no anticipation 
that the business of the state would expand beyond the capa- 
city of the leather purse of the treasurer. 

Even after a treasury surplus had amounted to some $300,000 
it did not occur to the "Investigating Commission" of 1870 
that the withdrawal of such a sum from the channels of trade 
in the then isolated and primitive Oregon meant monetary 
stringency and business embarrassment. This body held that 
the treasurer who had been found guilty of "depositing" some 
$200,000 of this surplus with the strongest banks of the state 
should be punished for "felony." The statute forbidding the 
loaning of state funds by the treasurer was already a dead 
letter. 1 Yet when it became an open secret that the state treas- 
urers were gaining rich swags from this source no sense of 
public right inspired anyone to move for securing the interest 
thus earned to the tax-payers who had furnished the prin- 
cipal. 

When a system of depositories was provided in 1907 specu- 
lating schemers were still loth to relinquish the idea of using 
the treasurer, who was probably beholden to them for elec- 

iReport of Investigating Commission, 1870, pp. 58-62. 
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tion expenses, as a tool in securing control of surplus state 
funds for private gain. 1 

An interesting episode in the history of the financing of th< 
state treasurer's office took place in the early seventies. The 
state constitution had fixed the treasurer's salary at eight 
hundred dollars and had provided further that there should 
be no "fees or perquisites whatever for the performance of 
any duties connected" with any of the state offices. At the 
first session of the state legislature "the act to regulate the 
Treasury Department" provided "a private secretary" for the 
governor and an assistant to the secretary of state, allowing 
each a salary of four hundred dollars. The state treasurer 
was left without aid until 1870, when the office of "Assistant 
Treasurer of State" was created. The "joker" in this meas- 
ure is found in the provision for the compensation for the 
services of this assistant treasurer. For this purpose the 
state treasurer was to have one-half per cent of all moneys 
received and one-half per cent "of all disbursements made by 
him." As the treasurer had the power of appointing his as- 
sistant it is natural to suppose that he would see to it that 
the difference between his own salary of $800 and the com- 
pensation provided for his clerk would be "equitably adjusted." 
This means of drawing compensation from the public funds 
was cut off through the repeal of the law providing for the 
"Assistant Treasurer of State" in 1874. 2 More surreptitious 
devices had again to be resorted to that the office of the state 
treasurer might yield a respectable income. 

Oregon's State Auditing — The Plan and How It Has 
Worked. — The features in simplest form of a state auditing 
system that might be fairly effective in conserving public funds 
would include: (1) Adequate provision for enforcing the 
turning into the state treasury of all receipts of state money 
from whatsoever source — taxes, sale of public property, pay- 

iSee history of relations between state treasurer and Title Guarantee and 
Trust Company, given in public press of Oregon, 1907. 

2This law netted the treasurer during the four years, $13,543.20. Report of 
Commissioners of Investigation, p. 196. 
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ments for services. (2) An agency, responsible, competent 
and disinterested, requiring closely itemized vouchers for all 
claims and limiting disbursements to those authorized by law, 
so that no money leaves the treasury except to whom it is 
due. 

That conditions of fiscal safety require the turning of all 
receipts into the state treasury has never been keenly real- 
ized in Oregon, nor until very recently strictly adhered to. 
Mention has already been made of the embezzlements by 
Secretary of State S. E. May, in the later sixties. But he not 
only appropriated the remittances from Washington of the 
five per cent proceeds from the sales of government land in 
Oregon and receipts from the sales of state lands, but he took 
also receipts from sales of state publications and moneys sent 
to support patients at the state asylum. 1 It was pointed out 
also how the Board of School Land Commissioners during the 
seventies spent a large share of the receipts from the land 
sales without authority of law and with practically no returns 
to the state. 

The traditional administration of Oregon's state institu- 
tions has left much to be desired. It has never been stand- 
ardized. Such men of talent, system and conscience as have 
been connected with them have had to work under such deter- 
ring handicaps that they failed to elevate conditions to a higher 
plane. The report of the Investigating Commission of 1870 
goes into details of slipshod practices and petty grafting. These 
institutions have been in the care of a board composed of the 
governor, secretary of state and state treasurer. These offi- 
cials until a few years ago were themselves the beneficiaries 
of a system of fees and perquisites that, to say the least, if 
not unconstitutional, was unwarranted under the constitution 
— and then, too, fee systems are inevitably abused. With the 
supervisory board in such position there was not fostered in 
it the spirit of strict surveillance over the policies and prac- 
tices of its appointees. The foundations of not a few fortunes 

iReport of Investigating Commission, 1870, pp. 73-118. 
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have been laid through practices, shrewd and legal of course, 
but amounting essentially to a swindling of the public and 
impositions upon their charges. As recent as 1905 the secre- 
tary of state was still pleading for the legal requirement of 
the payment of all proceeds from sale of public property into 
the state treasury for the credit of the general fund and for 
annual itemized reports covering the same. 

The secretary of state has from the beginning had the re- 
sponsibility of auditing claims against the state. His has been 
the duty of seeing that no payment is made except it is pro- 
vided for by law. However, the requirement of itemized vouch- 
ers through which this result could be insured was not in all 
cases enforced until 1895. Requisitions of governing boards 
were honored without vouchers. H. R. Kincaid as secretary 
of state, instituted this reform, holding that without the item- 
ized voucher there was not strict compliance with a fair con- 
struction of the law. 

The best service as auditor and some of the other duties 
required of the Oregon secretary of state do not harmonize. 
As a member of various commissions and boards having charge 
of the principal state institutions, excepting the penitentiary, 
he is required to enter into large contracts for the construc- 
tion of public buildings and the purchase of supplies for pub- 
lic institutions, while as auditor he audits the claims against 
the state for contracts and supplies he has a voice in author- 
izing. He is charged with the sole duty of purchasing and 
authorizing all supplies for the several departments, capital 
building and grounds, purchasing legislative supplies, and is 
also custodian of the capital building and grounds. As au- 
ditor, it is his duty to audit and issue warrants in payment 
of claims incurred by his sole authority. If the function of 
auditing claims against the state is to be the distinctive re- 
sponsibility of the secretary of state he should be relieved of 
his duties as a member of the various administrative boards 
and of his stewardship of the capital and the activities within 
its walls and on the capital grounds. Supervising care of the 
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state's institutions of charity and correction is becoming a task 
of such proportions as to justify the creation of a state board 
of control. The organization of the system of control now in 
operation lacks, in a wide range of its affairs, the essential 
principle of check and supervision of one official over another. 
The auditing of the account between the state treasurer 
and the state is also imposed upon the secretary of state. He 
is "to carefully examine semi-annually the books and accounts 
of the treasurer and the moneys on hand in the treasury, and 
immediately thereupon report the result of such examination 
in writing to the governor, specifying therein the amount and 
kinds of funds particularly." And further, "he shall keep an 
account between the state and the treasurer, and therein charge 
the treasurer with the balance in the treasury when he came 
into office, and with all moneys received by him, credit him 
with all moneys paid by him pursuant to law." To make the 
semi-annual examination of "the books and accounts of the 
treasurer" effective he must necessarily use his own "account 
between the state and the treasurer" with which to check up 
the treasurer's accounts. The confession »n the secretary of 
state's report for 1901 is that up to that time the disbursement 
account of the treasurer had been obtained in the form of "a 
verbal statement of the disbursements from the various funds." 1 
The secretary's report for 1872 had been particularly frank 
about this requirement made of the secretary of state "to keep 
an account between the state and the state treasurer." He 
held that it was "utterly impossible, unless the secretary copies 
the treasurer's books ... if the secretary were a good 
copyist the accounts of the two officials could be made to 
agree admirably; but I am unable to see what good purpose 
would be served by it. I take the liberty, therefore, to ask 
that the provision of the law under consideration be repealed. 
Let the secretary of state keep his own books accurately, and 
no others." The above statement, made in 1872, also claimed 
that "payments of interest on loans are constantly being made 

iReport of Secretary of State, iooi, pp. 49-51. 
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to the treasurer of which the secretary knows nothing; and, 
on the other hand, the treasurer is just as constantly paying 
out interest on warrants, etc., of which the secretary is equal- 
ly ignorant." 1 When this matter of the account between the 
treasurer and the state was referred to again, nearly thirty 
years later, there was no complaint regarding the receipt side 
of the account. The requirement of the secretary of state 
that he countersign the official receipt sufficed for getting a 
record of all of the treasurer's receipts. But evidently for 
more than forty years this account between the treasurer and 
the state was a mere farce, for the secretary of state had no 
means of obtaining a record of the treasurer's payments. Secre- 
Secretary Dunbar in securing the filing of all warrants as soon 
as paid and the keeping of a warrant account remedied this 
defect. 2 

Trust Fund Administration. — The treasury administration 
of trust funds involves activities quite distinct from those need- 
ed for the care of the general fund. Collection, safe-keeping 
and disbursement are the stages in the process of handling 
the moneys in the general fund. But the accumulations of 
the irreducible trust funds are to be loaned, collected and re- 
loaned, the interest income only being disbursed. There is, 
however, a still deeper basis for the contrasts exhibited between 
the administrative history of the trust funds and that of the 
general fund. These arise out of the fact of difference of 
source and of the use of these two classes of funds. The 
moneys of the trust funds are not taken out of the pockets of 
tax-payers as such, but are given in exchange for lands that 
were gifts to the state by the national government. Further- 
more, the trust funds are not applied to meet exigent needs 
of preserving order, protecting rights of persons and prop- 
erty, establishing justice and promoting material welfare, but 
only the income of these funds is available for advancing the 
intelligence of the rising generation. Because the trust fund 



i Secretary of State's Report, 1872, pp. IX-X. 
2Secretary of State's Report, 1901, pp. 49-51. 
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moneys are thus the same as found and are used for needs 
less universally and less keenly felt, the vigilance and the con- 
science applied in the care of them are more yielding. Losses 
to them have occurred in divers ways, mainly through poorly 
secured loans; while these were deplored, nobody was held 
accountable to restore the sums that had vanished. 

The amounts of cash in the treasury belonging to the dif- 
ferent trust funds are regularly reported, also the securities 
belonging to these funds; but no accumulation account is 
offered. No emphasis is put on the limits reached year by 
year by these accumulating irreducible funds. 

In the discussion of the sale of Oregon's lands it was re- 
counted how, through shameless policies in the disposition 
of the indemnity school lands, the possibility of securing a 
magnificent endowment for the common schools was sacri- 
ficed. We are here concerned only with indicating the spirit 
with which the comparatively meagre proceeds have been ad- 
ministered. Statements characterizing conditions in which 
these funds were found at three successive periods must suf- 
fice. 

The Investigating Commission of 1870 charged the Board 
of School Land Commissioners of the preceding period with 
loaning the common school and university funds on inadequate 
security; and with neglect to enforce prompt payment of the 
interest on these school and university fund notes. The testi- 
mony of the clerk of the board then in charge was that he 
had learned through inquiries sent to the treasurers of the 
different counties "that in some counties, for instance, Benton 
and Yamhill, large sums had been loaned from the funds men- 
tioned, which the state was likely to lose, owing to inadequate 
security." In one county the loss was estimated to amount 
to one-half of the funds loaned. In several counties the notes 
had been allowed to run a long time, and the interest had been 
permitted to accumulate without any payments being made. 

The language of the report of the Committee of Investiga- 
tion of 1878 in characterizing the administration of the edu- 



Financial History of Oregon 107 

cational funds during the preceding eight years is particularly 
severe : 

"It is the opinion of the committee that the school fund, as 
it appears in the report of the board is not worth fifty cents 
on the dollar. 

"That this magnificent educational fund has been depleted 
about one-half by criminal carelessness and wilful neglect 
of duty, within the past eight years, is beyond question. While 
the members of the board may not be subject to a criminal 
prosecution, yet, in righteous indignation an outraged people 
should remember it against them." 1 

The insolvency developed by the hard times of the nineties 
might be expected to exhibit itself in connection with the 
school fund loans. The governor's message for 1897 in speak- 
ing of the "loans of the school fund" has the following : 

"In connection with the state lands, it needs to be men- 
tioned that loans of the school funds, in many instances, owing 
to the hard times and over-valuation of the land, have proven 
bad investments and entailed losses upon the school fund. In 
many of these loans the borrowers have defaulted in payment 
of interest, and the state has been compelled to take the se- 
curity and to pay the cost of foreclosure. These judgments 
represent, in addition to the principal loaned and the costs of 
suit, a large accumulation of interest. . . . Another source 
of loss and annoyance is the sale of land for taxes two or three 
years overdue, without notice to the board, thus entailing fur- 
ther expenses in redeeming them." 2 Experience like this last 
exhibits a strange lack of co-ordination of effort among some 
of Oregon's public servants. 

The governor's message of 1903 reports 162 farms on hand 
on January first, 1901, acquired through foreclosure of mort- 
gages given to secure school fund loans. Thirty-eight were 
acquired during the biennium and eighty-one sold, leaving 
seventy-three owned by the state at the time of the report. In 



i Report of the Committee of Investigation, 1878, pp. 26-7. 
2Governor's message, 1897, p. 18. 
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1905 the report to the legislative committee to investigate the 
books and accounts of the state land agent the expert clerk's 
say: "We are unable to find a starting point from which to 
begin to check the accounts between the present time and April 
1st, 1899. (The time at which the farms were turned over 
to the State Land Agent). "It is our opinion that a system 
of bookkeeping should be maintained in the office of the State 
Land Agent that would show the system upon which the busi- 
ness is handled, and the results, whether good or bad, in rela- 
tion to the school fund. Up to date there seems to have 
been no attempt to keep such a set of books." 1 

The rising school fund was a favorite subject of notice by 
Oregon governors. They seem to have been content, how- 
ever, sq long as the inflow at the top was in excess of the leak- 
age at the bottom. An ex-governor in his statement before 
the same investigating committe of 1905 attributes the con- 
fusion then existing in the state's land business to "the very 
imperfect manner in which the records of the Land Office of 
this state have been kept for thirty years." 

The administration of the school fund tested with regard 
to its being kept loaned and producing an income makes a 
fairly good showing. Until the early years of the present 
century the idle balances of cash on hand were due to ex- 
cessively high rate of interest prescribed to the board in charge 
of the fund. In 1903, however, the unloaned balance amounted 
to nearly one-third of the whole fund, and there was no mal- 
adjustment in rate of interest prescribed to necessitate such 
a condition. 

Land Funds Administration. — The proceeds from the sales 
of the internal improvement grant of 500,000 acres, of the 
swamp land grant, of the tide lands, and the five per cent of the 
proceeds of sales by the national government of lands within 
Oregon, comprised the moneys going into the land funds. 
These were like the trust funds in that they were easily ac- 



i Report of Committee to Investigate Books and Accounts of State Land 
Agent, iocs, pp. 
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quired, but unlike those funds in that the principal and not the 
interest income alone from them was available for disburse- 
ments. They were not "irreducible." 

The land funds, or the very prospect of funds from the 
state grants, were enough to engage the plotting of those 
facile in beguiling legislatures to subsidize plausible schemes 
for internal improvement from which the schemers alone would 
reap the harvests. From 1876 on a conspicuous item in the 
financial statements of Oregon is that of outstanding warrants 
payable from different land funds as proceeds of land sales be- 
came available. The accumulation of these funds was anticipated 
and, as the astounding size of the element of accrued interest 
in connection with the outstanding warrant liabilities indicate, 
the appropriations for the internal improvement schemes had 
been made years in advance of the realization of the moneys 
from land sales. Yea, transfers had even to be made from the 
general fund account to effect the final liquidation of these 
liabilities. 

The following statistics of outstanding land fund warrants 
tell pretty plainly their own story : 
1876 — "Outstanding Wagon Road Warrants, pay- 
able out of Swamp, Tide, Overflowed, 5 per cent 

U. S. Land Sale Funds and other Funds" $109,154.00 

1878 — "Wagon Road Warrants, payable out of 
Swamp, Overflowed, Tide, 5 per cent U. S. Land 

Sale, and other Land Funds" 138,600.00 

1880 — "Wagon Road Warrants, payable out of 
Swamp, Overflowed, Tide, 5 per cent U. S. Land 

Sale and other Land Funds" 134,304.00 

1882 — "Wagon Road Warrants, payable out of 
Swamp, Overflowed, Tide, 5 per cent U. S. Land 

Sale and other Land Funds" 1 16,876.05 

1884 — "Wagon Road Warrants, payable out of 
Swamp, Overflowed, Tide, 5 per cent U. S. Land 
and other Land Funds" 83,859.45 
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1886 — "Wagon Road Warrants, payable out of 
Swamp, Overflowed, Tide, 5 per cent U. S. Land 

Sale and other Land Funds" 33,500.00 

1888 — "Wagon Road Warrants, payable out of 
Swamp, Overflowed, Tide, 5 per cent U. S. Land 

Sale and other Land Funds" 15,500.00 

Wagon Road Warrants, accrued interest to Jan- 
uary 1, 1889 18,695.57 

All of the above listed warrants bore ten per cent interest. 
1890 — Warrants bearing 8 per cent interest — 
"Swamp Land Warrants, payable out of the 

Swamp Land Fund, Principal" $20,205.96 

Accrued interest to January 1, 1889 6,359.87 

From 1892 until 1898, inclusive, this outstanding 

warrants account stood as the nominal sum of . . . 669.95 
But the 1900 report has an "Outstanding Swamp 
Land Fund Warrants Account" caused by state's 
selling as swamp lands tracts to which it was not 
able to give the purchasers title and so repaid 
them with these warrants: 

8 per cent interest warrants 30,925.38 

6 per cent interest warrants 5,994.50 

Had the projects promoted by this peculiar financiering 
been well-advised, securing the construction of greatly needed 
public works, and had the outlays been applied economically 
and efficiently, the policy of the state with its land funds might 
have been justified. But almost without exception the schemes 
were pure frauds and the moneys obtained from the lands 
were the same as thrown away. The verdict is justified that 
pronounces the internal improvement land grants to Oregon 
a curse to the state. 



CHAPTER II 
BUDGETARY PRACTICE IN OREGON 

Until the system of direct legislation was instituted in Ore- 
gon a few years ago its legislative assembly, acting upon sug- 
gestions from the governor and the secretary of state, had 
full and final control of its budgetary activities. The bringing 
of the legislative authority here so near to the doom of a taboo 
is due most of all to its budgetary failings. It should be interest- 
ing to note how this repudiation of the legislature on account 
of budgetary abuses came about. 

That any representative law-making body may make regular 
and consistent progress in this most important part of its work 
conditions must obtain that foster the exercise of its best in- 
telligence and call forth highest motives. The development 
of budgetary procedure, more and more nearly rational and 
adapted to conditions existing, calls for presentation of a clear 
and orderly scheme of revenues and expenditures, a careful 
study of it by a select group, and an open and full discussion 
before the legislative body as a whole. Peculiar untoward 
and heretofore unalterable influences in Oregon have barred 
the way to the introduction of these requisites for the im- 
provement of its budgetary practice. The confirmed attitude 
of the average Oregon voter from the beginning has dis- 
couraged a calm and reasonable handling of the budget by 
the legislature. The only good budget in his judgment was 
one with the most parsimonious public expenditures — or at 
least which he could be hoodwinked into believing was parsi- 
monious. Retrenchment was the only laudable public service. 
The constitutionally fixed salaries, including those of the legis- 
lators, express a perverted sense of worthlessness of public 
service. These beggarly sums . still stand intact in the text 
of the constitution and virtually exclude the idea that the 
government can be anything but a necessary evil. This dis- 
paraging valuation of the public servants tended to blind the 
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people and the officials themselves to an appreciation of the 
possible worth of public service. 

This bias of the Oregon people has proven ineradicable. 
Time and time again the Oregon voters have evinced it. A 
fair interpretation of the repeated negative votes on proposals 
to give officials reasonable compensation, of the long tolera- 
tion of the vicious system of fees and perquisites, of the ap- 
propriation by the state treasurers of the interest on the public 
funds, gives the strongest ground for the inference that the 
average Oregon voter has preferred that his public servants 
should steal- rather than legitimately receive a fair compen- 
sation. 

Another form in which this delusion that all public ex- 
penditures were so much unproductive consumption exhibited 
itself was the dread of a legislative session. Contemporary 
expressions of the public press prove most forcibly that legis- 
latures in session were veritable bete noires. They meant 
public expenditures for which taxes would be levied. And 
it is fair to say for the average citizen that for him this, in 
truth, was about all there was to it. 

With this aversion to the very idea of public expenditures, 
amounting to an obsession, the people created what they felt, 
or were led to believe, would give them the highest degree of 
immunity from public outlays. This series of supposed safe- 
guards against the expansion of public expenditures, through 
which they believed their grip on the public purse strings would 
be effective, were first, a virtually fixed rate of state levies down 
to 1885. When this device proved its frailty for this purpose, 
and they had to let go of it, systematic and increasing under- 
valuation of their property for taxation was relied upon to 
defeat the aim of higher state levies to secure larger state 
revenues. But all was in vain. The professional office-seeker, 
the despoiler of the public treasury and of the public heritage 
easily executed flank movements that defeated the purpose 
of the people with their supposed safeguards. Systems of 
fees and perquisites were created, imperial areas of public 
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domain were secured for a song as "swamp" lands, hundreds 
of thousands of dollars of land funds were grabbed under the 
guise of "wagon road grants." 

The attitude of the Oregon people blindly staking their se- 
curity against public expenditures upon starvation salaries for 
public officials, fixed state levies, and low assessors' valuations, 
only fostered finesse and subterfuge among the professional 
office-seeker, and the grafting lobbyist. How completely the 
people delivered themselves into the hands of the public de- 
spoiler is exhibited in the main feature of Oregon's budgetary 
procedure in use from 1885 on. For the fixed levy was sub- 
stituted an adjustable rate determined by a board consisting 
of the governor, secretary of state and state treasurer. This 
board, after a legislative assembly has adjourned, simply adds 
up the expenditures authorized through appropriations made 
and, with valuations in hand returned by the county clerks, com- 
putes rate necessary to meet liabilities of the state. The legisla- 
ture is thus absolutely free from worry as to how its appropria- 
tions are to be met. Only the watch-dog proclivities of in- 
dividual members stand in the way of the forty-day sessions 
being converted into more or less of an orgy of log-rolling. 
Even before 1885, while a traditional fixed levy was adhered 
to deficiencies were caused compelling the raising of the con- 
tinuing levy a notch or two. 

Of course the average legislator has been a representative 
man, anxious to serve his constituents. As a member of the 
committee of ways and means he is alert to use his best judg- 
ment. But he is at a tremendous disadvantage. The secre- 
tary of state's table of estimates is too general to be of any 
practical use. It is unsupported by any explanations. The 
average member is generally an utter stranger to the state 
establishment of institutions. No traditional mode of pro- 
cedure with which he can learn real needs to be provided from 
public treasury is available. No competent and authorized 
and generally responsible guide is at hand. He is at sea and 
remains so during the crowded session while beseiged by the 



114 F.G.Young 

heads of the various institutions urging largely increased ap- 
propriations, and by other agencies clamoring for state aid. 
This predicament of the members of the legislatures, ac- 
centuated as the affairs of the state are year by year attaining 
increasing complexity, was realized by the legislative as- 
sembly of 1909 and it provided a joint hold-over committee 
to prepare a budget for the institutions at the capital, or at 
least a report as the result of its investigations to be made 
the basis for a budget. Such a body using a few days just 
preceding the next session for its work would not find the 
way out to a satisfactory budgetary procedure. The most 
promising suggestion for Oregon is a State Board of Finance 
consisting of the governor, secretary of state and state treas- 
urer. These have positions on all the different boards of 
control of the different state institutions. They also consti- 
tute a majority of the state tax commission. To these the 
reports of all heads of institutions should be made. With 
these alone the legislative committees of ways and means 
should confer. The governor should have power of partial 
veto of appropriation bills. With authority and responsibility 
centralized in those who are in position to become acquainted 
witn the needs supplied from the state treasury, and with the 
right of hearings before the committees of ways and means 
and before the two houses accorded the members of this board 
of finance, the two houses of the legislature with suitable par- 
liamentary procedure in the discussion and passage of the 
budget, should be able to carry out the will of the people. 



